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REPORT OF THE AUDITOR-GENERAL TO THE WESTERN CAPE PROViNCJAL 
PARLlAfflENT AND THE COUNCIL ON SALDANHA BAY MUNICIPALITY 


REPORT ON THE FJNANCIAL STATEMENTS 

Introductlon 

1 . I have auditeci Ihe financial statements of ihe Saldanha Bay Municipality set out on 
pages 4 to 82. which comprise the statement of financial posilion as at 30 June 2012, 
the statemenl of financial performance, stalement of changes in net assats and ihe cash 
flow stalemenl forthe year then ended, and the notes, comprising a summary of 
significant accaunting poltcies and other explanatcry information. 

Accounting Offlcer's responslbility for the financlal statements 

2. The accounting officer is responsible for Ihe preparation and fair presenlation of these 
financial stalements in accordance with Ihe South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requiremants of the 
Local Qovernmenl: Municipal Finance Management Acl of South Africa, 2003 (Acl No, 56 of 
2003) (MFMA) and Division of Revenue Act of South Afiica, 201 1 (Act No. 6 of 201 1 ) 
(DoRA). and for such inlernal control as Ihe accounting officer delermines is necessary 
lo enable tha preparation of financial stalements that are free from material 
misstalement, whether due lo fraud or error. 

Auditor>Generai’s responaibility 

3. My responsibilily ts to express an opinlon on the financial statemenls based on my 
audit. I conducted my audil m accordance with the Public Audit Acl of South Africa, 

2004 (Act No. 25 of 2004) (PAA), the Gertera/ A/ol/ce issued in terms thereof and 
fnlernational Standards on Auditing. Those standards require that I comply with ethical 
requiremenls and plan and perform the audit to oblain reasonabls assurance about 
whelher Ihe financial statements are free from maleria! misstatemenl. 

4. An audil involves performing proceduresto obtain audil evidence aboutthe amounts 
and disclosures in the financial statements. The procedures selecled depend on Ihe 
auditor's judgement. including the assessmenl of Ihe risks of malerial misslalement of 
the financial statements, whelher due to fraud or error. in making Ihose risk 
assessments, the auditor considers internal control relevant to Ihe municipality's 
preparalion and fair presentation of the financial stalements In order to design audit 
procedures that are appropriale in the circumstances, but nol for Ihs purpose of 
expressing an opinion on Ihe effectlveness of Ihe municipality's inlemal control. An audit 
also includes evaluating the appropriateness of accounting policies used and.the 
reasonableness of accounting estimates made by management. as well as evalualing 
the overall presentation of the financiat statemenls, 

5. I believe Ihat the audit evidence I have obtained is sutficienl and appropriale to provide 
a basis for my audil opinlon. 

Oplnlon 

6. In my opinion, the financial statemenls present fairly, in ali material respects, the 
fjnancial position of the Saldanha 8ay Munlcipalily as at 30 June 2012 and its financiat 
performance and casJi flows for the year Ihen ended in accordance wilh Ihe SA 
Standards of GRAP and the requirements of Ihe MFMA and DoRA. 
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Emphaals of matters 

7. t draw altentfon to the matters befow. My opinion is not modiffed in respect of these 
matters, 

SfgniflcdTit uncartainty 

8. Wilh reference to note 42 to Ihe financiaf statemenls, Ihe municipality is a defendanl in 
vartous law suils. The ullimate outcome of the malters cannot presenlly be determined 
and no provision for any liability that may result has been made in the finandal 
statements. 

Rsatatement of corresponding figuroa 

9. As disclosed in note 43 to the financiat slatsmenls, the corresponding figures for ihe 
year ended 30 June 201 1 have been restated as a resull of errofs discovered during 
2012 in Ihefmancial stalements of Saldanha Bay Municipatity at, and for Ihe year ended 
30 June2012. 

MafGrial losses/ Impalrments 

10. As disctosed ir^ note 36 to the financial statements, debtors to the total value of 

R9 100 590 (representing 5% of debtors) were v/ritten off due lo Ihese debtors nol being 
recQverable, 

1 1 . The municlpality suffered sigrificant eleclricity losses to the value of R27 225 397. 
Eiectricity fost on distribution represents 10.9% of unils purchased of which 6% is lost 
due to heat that is generated in the transformers and Ihe remaining losses are through 
distribution. 

Materlal underspendtng of fhefaudget 

12. As disclosed in note 53 to the financial stalements, the municipality under spenl its 
capital budget by R28 101 996 at 30 June 2012. This represents 21% of the capital 
budget. The under spending was due to defays in the implementation of various projecls 
such as the housing project, the Paternoster sewer plant project, certain storm water 
projects, tha Saldanha and Sl Helena Bay water projecls and sand and electricity 
projects, 

Material under spending of conditionai grants 

13. As disclosed in note 20 to Ihe financial stalements, the munlcipality under spenl its 
conditional grants and receipts by R51 Q46 634 at 30 June 2012. This represents 35% 
of condilional grants receiv^. The under spending was due to delays In the 
Implementation of various projecls such as houstng, roads and sidewalks, iibraries, 
sports and recreation projects. 
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 


14. In accordance wilh the PAA and the General NoUce issued in terms thereof, I report Ihe 
following findings relevant to performance against predetermined objectives, compliance 
with laws and regulations and intemal conlrol, but nol forthe purpose of expressing an 
opinion. 

PredBtQrmlned objBctlveB 

15, 1 performed procedures to ohtain evidence aboul the usefulness and reiiability of the 
information in Ihe of annual performance repoft as sel out on pages 27 to 46 of the 
annual report. 

16. The reported perfomiance against predetermined objectives v/as evaluated againstthe 
overall criferia of usefolness and reliability. The usefufness of information in the annual 
performance report relates to whether it is presented in accordance v/ith the NatJanal 
Treasury annual reporting principles and whether Ihe reporied performance is 
consfslenl v/ith the planned development priorities. The usefulness of information further 
reiates to whether indicators and tsrgets are measurable (i.e. we)l defined, verifiable, 
specifjc. measurable and time bound) and relevant as required by the Nationaf Twasury 
Ff^mework for managmg programme periormance information. 

The reliabtlily of the information In respect of the selected development priorities or 
objectives is assessed to delermine whether it adequately reflects ihe facts (i.e. whether 
it is valid, accurate and complete). 

17. There were no materiai findings on the annua! performance report concernlng the 
usefulness and reliability oF the information. 

Addillonal matters 

18. Allhough no material findings concerning the usefulness and reliabilily of the 
performance information were identified in the annual performance report, I draw 
attentlon to the following matters below: 

Achlsvenient of planned targots 

19. Of the total number of 101 planned targets, only 51 were achieved during Ihe year 
under review. This represents 49.5% of total pianned targels that were not achieved 
during ihe year under review, This was mainly due to indicators and targets Ihat were 
nol suitably developed during the stralegic planning process. FurthermQre. 71 of the 
totaf r^umber of targets set for the year are in respect of objectives Ihat are considered 
to be qualitalively material. Of these targets, 57.7% v/ere nof achieved during the year 
under review. 

Material adJustmBnla to the annual performance report 

20. Material audit adjustments in the annual performance report were identified during ihe 
audil. which were all corrected by management. 

Compliance wlth laws and reautatlons 

21 . I performed procedures to obtain evidence thal Ihe municipalily has complted with 
applicable laws and regulations regarding financial matters, financial management and 
other related matters, My findings on material non'Compliance vrilh specific matlers in key 
applicable laws and regulations as set oui in the Generai NoUce issued in terms of the 
PAA are as follows: 
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Annuai financiai statements, perfonnaRce and annual roports 

22. The fmancia! statemenls submitted for auditing were not prepared in all malerial respects 
tn accordance with the requiremenls of seclion 122 of the MFMA. Materiaf misslatements 
of non-current assets, liabilities, and revenue, expendifure and disclosure items idenlified 
by the auditors in the financial statements aubmitted for audit were subsequently 
corrected, resulling in the financial statements receiving an unquallfied audil opinfon. 

Audit cammlttee 

23. The audll committee was not constlluted as requ'ired by seclion 166{4)(a) of the MFMA as 
it did not consist of at feast Ihree persons for a major part of Ihe financfal year, 

Asaet management 

24. The accounting officer did not take a!l reasonable steps to ensure ihat the inunicipa!ity 
had and maintained a management, accounting and information syslem which accounts 
forthe assels of Ihe municipafity as required by section 63(2)(c) of the MFMA as material 
misstatementa relatlng to assets were identified. 

Internal control 

25. 1 constdered inlernal control relevant to my audilof the financiaf statements, annual 
performance report and connpfiance with faws and regufations. The matters reported 
below under the fundamentals of internal control are limited to the significant 
deficiencies tliat resulled in thefindings on Ihe annual performance report and Ihe 
findings on compSiance wilh laws and regulafions included in Ihis report. 

Leadership 

26. Whilst Ihe municipafity has fssued policies in terms of the relevanl fegislation, these 
policies had not been impfemented in all insiances, as a result of a lack of consistent 
training and due to significant ieadership changes at a polilicat and administrative level, 
which impacted negatively on leadership oversight regardlng compliance wilh the 
relevant iaws and regulations. 

27. Even Ihough actions pians were developed, Ihe implementation and monltoring thereof 
was onty effective tn the latter part of the flnanctal year resulting in repeat findings in 
sreas such as materlal misstatemenls in financfal stalements and other reported non- 
compfiance wilh laws and regulatjons. 

Financial and parfonnance managament 

28. Management In the ftnance seclion and ihe direclors responsible for predetermined 
objectives did not implement adequate procedures to ensure Ihe credibility of tinancial 
and performance tnformation and to monitor compliance wilh applicable taws and 
regulations, 

Govemance 

Risk manBgemantactivlties and riak strategy 

29. The munidpality did not have a risk commiltee and did nol fill the position of risk officer 
resulting in risks relaling to material misstatemenl, performance reporting, as well as 
compliance v/ith laws and regulations not being adequately evaluated and managed 
effeclively. 


4 


427 


Internaf audit 

30. Although internai audit conducted al! its planned audits and had certain initiatives on 
operation ciean audit, there was no adequate foliowup of the implsmentation of inlernaf 
and axternal audrt recommendations lo address past audit outcomes. Consequently, 
there were repeat findings and materiaf misslatements in areas such as supply chain 
rnanagement, financial statements and predetermined objectives. 

Audit commlttee 

31. The audil commitlee was composed of two members for most of the financial year as 
!he municipaNly experienced challenges in appointing a sultable candidate timeously. 
However, the existing members did meet throughout the yearto perform ifs governance 
functions, as legisfated. 

OTHER REPORTS 

Investigations In progress 

32. An investigation v;as in progress at year end into aflegations against project managers 
on transgrassions under supply chain management and the management of certain 
building projects. 

Investigatlons compistQd durJng Iheyear 

33. The municipality engaged the services of an advocale lo perform an investigation info 
alleged irregufar payments authorised by a director, The malter was referred lo council 
and discipiinary action was instiiuied against Ihe director. 


Cape Town 
30 November 2012 



AUDITOR-ULr^ERAl. 
iiOUTH APRICA 


.'c bj.W pL'b.'i’c corJid^nc^ 
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